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The Journal of Accountancy
Official Organ of the American Institute of Accountants
A. P. richardson,

Editor

EDITORIAL
Joseph French Johnson died January
Joseph French Johnson 22nd at Newfoundland, N. J., and was
buried at Dana, Massachusetts. This
announcement will create a feeling of deep regret in the minds of
those who have been readers of The Journal of Accountancy
for many years. His services in the early days of accountancy in
this country were noteworthy and his direction of the editorial
department of The Journal of Accountancy was largely re
sponsible for the growth of the magazine in its formative years.
He was a man who seemed to have an infinite capacity for work,
and, in spite of the great demands that were made upon him by his
labors as dean of the school of commerce of New York university
and his association with other educational institutions, he found
time to devote constructive effort to the upbuilding of this publi
cation. As a writer he had a smooth and effective style and his
general knowledge of business and money enabled him to write
convincingly upon the subjects which were his chief consideration.
His books on money and business are of enduring value. The
Journal of Accountancy here records its deep regret at the
passing of Dean Johnson and extends to his family sincere sym
pathy.

A correspondent in Arizona has given
prolonged thought to what should be
done to bring about the most desirable
conditions in the practice of accountancy. And he seems to have
reached the conclusion that one of the fundamental troubles is
due to the attempt to draw the line between public practice and
private employment. There is nothing absolutely novel about
his contention that employment as an officer of a corporation is
equivalent to public experience, but there seem to be so many
men who have the same mistaken idea that it may be permissible
What is Practice?

197

The Journal of Accountancy
to present some of the arguments on the other side.
respondent says:

The cor

I believe the requirement of most states, that an accountant desiring
to take the state examination as certified public accountant must have
been doing the work of a public accountant for three years before he can
be admitted to the examination, unjust.
What difference does it make if one is a public accountant or a private
accountant? Is not his knowledge the essential upon which everything
else depends? Is a doctor who has passed all of his medical examinations
and has been certified that he may practise medicine any less a doctor
because he works for a fixed sum for one concern only? Or a lawyer,
the second of the professions which we try to follow as the third, is
he less of a lawyer, because a firm has retained him as their private
counsel?

This raises the whole question as to the use of the expression
“public accountant” or “certified public accountant” in con
tradistinction to accountant of any other kind. Most of the
members of the profession probably wish that there were some
word which would describe professional practice and nothing
else. Everyone who keeps accounts and many who have merely
a bowing acquaintance with a ledger are in the habit of describing
themselves as accountants. The ordinary bookkeeper may have a
certain amount of justification in the claim that he is an account
ant because he does spend his time or part of it in the handling
or making of accounts; but there is no virtue whatever—and
this has been said repeatedly—in the theory that a man who is
a good keeper of accounts has a right to describe himself as a
public accountant. The designation “certified public account
ant” should be rigidly restricted to the professional practitioner.
It is anomalous to speak, for example, of a controller of a corpo
ration as a certified public accountant. The thing contradicts
itself.
The correspondent asks what is the
difference between public and private
practice and attempts to draw an anal
ogy between the physician, the lawyer and the accountant. Let
us take him at his word and admit that there is an analogy. The
physician who is engaged, let us say, as an examiner for a lifeinsurance company and spends his whole time in that occupation
may be an excellent theorist, but is it to be expected that he will
have the broad, comprehensive knowledge of medicine that
follows general practice? The lawyer who devotes all his energies

Comparison with
Other Professions
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and professional knowledge to solving the problems and directing
the policies of one client may be an excellent theorist in law but he
is certainly not likely to be as well equipped for the general prac
tice of his profession as is the man who has devoted his time to the
service of a number of widely differing clients. The accountant,
therefore, who day in and day out is engaged in the affairs of one
corporation cannot be expected to have the wide range of knowl
edge or the breadth of vision which is attainable by the truly public
accountant. This must not be interpreted as any attempt to
disparage the ability of men in private employment. Many of
them are far abler than the average of public practitioners. It is
nothing to their discredit to say that they are not professional
accountants any more than it is to say that they are not compe
tent surgeons. Public practice and surgery merely happen not
to be their vocations. Our correspondent says somewhere in his
letter that the word “public” is at best only an attribute. If he
means by this that the word has no significance he answers
his own question. The word “public” has a definite mean
ing and it should be used only where and when that meaning
applies. Too many people seem to regard the word “public”
as an attribute, or perhaps it would be better to say as an
ornament.

A man who has been much addicted to
the advertisement of his professional
attainments writes to protest against
the rules of conduct of the Institute because they frown upon his
philanthropic desire to educate the public. He feels that the
public needs instruction and that it is incumbent upon him to do
rather more than his share in bringing light into dark places.
This is an old argument. It has been used by some of the most
reprehensible advertisers as a justification for their activities.
There seems to be a way, however, to permit the conduct of
educational campaigns without any breach of professional rules;
and to those who feel as this correspondent feels it may be sug
gested that they continue to educate the public and to expound
the merits and advantages of professional accountancy. Every
properly worded educative effort is worth while if it be entirely
divorced from personal advertisement. If our friend will enter
into an agreement with the accountants of his vicinity and pre
pare and disseminate correct information it can be done without
Philanthropic
Advertising
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any mention of the name of the author. Several state societies
and some chapters of the Institute are doing this kind of thing and
the Institute’s bureau of public affairs is carrying on a work which
is having much effect in the enlightenment of the public mind.
One wonders if the advertiser who is so purely philanthropic
as this correspondent professes to be would be equally eager to
carry on the campaign of education with his name entirely
omitted. That is the test of philanthropy.
Sundry bills are being introduced in
state legislatures for the amendment of
laws providing for the certification of
public accountants. Most of the state legislatures being now in
session, the opportunity for amendments of existing laws or the
substitution of entirely new laws leads to many kinds of proposals,
some of which are dictated by little more than a desire to obtain
registration without examination for persons who have been
unable or who feel that they would be unable to pass the tests
demanded by present laws. The committee on state legislation
of the American Institute has found it necessary to make protest
against some of the suggested legislation and at present the in
dications are that the most unworthy bills which have been in
troduced will be defeated either by committee or on the floor of
the several legislatures concerned. There is, however, another
class of proposed legislation which deserves and receives general
commendation. It is admitted that many of the state laws are
either weak in themselves or are badly administered, and where it
seems possible to bring about reform without jeopardy to the
profession it is hoped that the desired results will be obtained.
In general the bills proposed follow to some extent the legislation
of Maryland, especially its restrictive clause prohibiting the prac
tice of public accounting except by specific permission of state
authorities appointed to grant such privilege.
Legislation Opposed
and Proposed

A recent decision by the supreme court
of Oklahoma to the effect that restric
tive legislation of this kind is uncon
stitutional has created a great deal of interest and accountants
throughout the country are anxious that the matter should be
definitely settled. It is hoped that a test case will arise under
such a restrictive law as that of Maryland and that it will be

The Question of
Constitutionality
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carried to the court of last resort. There should be no doubt in
the minds of legislators or of the public as to the ability to enforce
a restrictive law. Either such laws are unconstitutional, and
therefore without effect, or they may be enforced and the pro
fession protected. In response to a request from the committee
on state legislation of the Institute, J. Harry Covington, the
Institute’s counsel, has prepared an opinion on the subject.
The full text of this opinion was published in the Institute’s
bulletin of February 16th and has probably been read and care
fully considered by many of our readers. Pending a definite
decision by the highest court on this important subject it would
be improper to attempt editorial comment upon the point at
issue. The matter to a large extent is sub judice. The opinion
given by Judge Covington, however, is noteworthy and many
accountants will feel grateful to the counsel of the Institute for
preparing so thoughtful an expression of the legal aspects of the
case. Restriction is largely dependent upon an adequate defini
tion of professional accounting. This is the rock upon which
many efforts to limit the practice may be wrecked. If the defini
tion be incomplete it will not be effective, and if it go too far
it may defeat its own purpose. Probably no definition will be
finally satisfactory until it has been tested by experience and
amended to meet conditions which cannot be foreseen. The
development of effective restriction is not unlike that which
accompanies income-tax legislation. The earlier tax laws were
quite unsatisfactory and could not be enforced without liberal ad
ministrative interpretation. Each succeeding law is generally
supposed to be better than its predecessor. So we hope that the
definition of practice will go on from year to year developing
gradually to a point at which it may be said to be accurate and
comprehensive.

In the editorial pages of The Journal
Accountancy for January, 1925, we
discussed the action of the New York
stock exchange in regard to the audit of accounts of members.
Regret was expressed that the president of the stock exchange,
writing to the president of the American Institute of Account
ants, had indicated that the rule requiring audits was not what
had been expected. It was pointed out “that an audit by inde
pendent accountants is not required, it being optional with the
Stock-exchange
Audits

of
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member or firm as to whether or not outside accountants are
employed, the only point being that such audits as are made
must be satisfactory to the committee on business conduct.”
This application of the idea of compulsory audit compares most
unfavorably with the ruling of another great exchange. The
Monetary Times of Canada describes the development of the
stock exchange of Montreal. The periodical quotes the president
of that exchange to the effect that outside of London it is the
leading stock exchange in the British empire, while in America
it ranks second in importance to the New York stock exchange.
The requirements which are laid down in regard to membership
are interesting. Purchase of a seat does not itself constitute
membership. ‘‘The applicant must comply with certain qualifica
tions and measure up to a certain standard of character, respon
sibility and financial resources, and must get six-sevenths of the
votes before being admitted. To maintain its best traditions
and further to safeguard the interests of the investing public, a
by-law was passed some months ago, making it obligatory for
every member to furnish proof of his solvency. This is complied
with by submitting at least once in every six months a certified
statement from a chartered accountant to the effect that in his
(the auditor’s) opinion the said member is solvent, according to
the books examined by him and explanations and information
received. Stringent penalty is provided for failure to submit
such statement. When the first audit under the above provision
was made every member stood the test.” At the conclusion of
the article from which we have quoted there is reference to the
action of the New York stock exchange in the evident belief that
an audit in New York is to mean the same thing that it means in
Montreal. No doubt the time will come when all stock-exchange
houses in America will see the wisdom of engaging public ac
countants to conduct audits of their books and records. This
will be brought about in part by regulation and in greater part
by public demand. But for the present the rules applicable in
two great American stock exchanges are not identical.

Several readers of The Journal of
Accountancy have asked what can be
done to prevent the circulation of let
ters, post cards, etc., in which accountants are offered commissions.
An objectionable circular has been received in which the author

Offers which Annoy
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offers to purchase notes and trade acceptances receivable, and
then says, "You are in a position to recommend accounts. We
will protect you as a broker on all transactions.” There seems to
be nothing that can be done directly in such circumstances. The
circular is not illegal in any sense. The Institute has no juris
diction. State boards cannot effectively prevent. Indirectly
the most effective action is inaction. If those offering commis
sions to accountants find that accountants universally condemn
the suggestion and ignore the firms or persons who make the offers,
solicitation will cease. A concern which has no regard for good
taste is not likely to lose sight of financial considerations, and if
circularizing of the kind mentioned is unproductive it will come
to an end. The unfortunate part of it is that there should be
anyone so ignorant of the facts as to waste his time and annoy
practitioners by ill-advised efforts to inflict commissions upon
those who will not receive them.
But on the other hand there is some
thing to be said. A concern which is
engaged in the manufacture of station
ery and office equipment recently addressed a letter to the In
stitute which is worthy of reproduction. Here is a firm which
is as anxious as any firm to build up its business and to increase
its volume of sales, but it recognizes that there are ways proper
and improper. The letter reads in part as follows:

Some See the Light

Our salesmen frequently tell us that they are shut out of certain business
in the loose-leaf and filing line because some accountants have devised
systems for certain business houses and have specified the purchase of
certain goods other than ours, because they, the accountants, were paid
a commission by the house that furnished the supplies.
We will not pay commission to any one but our own salesmen for the
recommendation, or even the sale, of our products, because we do not
consider this good business ethics.
Having a little idea of the high standards of your organization, I
presume that such a practice is considered unethical. If it is, I would
like to have you tell me so and explain your position in the matter so we
can go to our salesmen with some such statement as this:
“The American Institute of Accountants does not countenance the
acceptance of commission for the recommendation or sale of goods.”
I will await your reply with much interest.

This is a good letter and it may be commended to the considera
tion of those who write the other kind. We deplore the statement
in the first paragraph that accountants have accepted commis
sions. We trust that this is an unfounded belief.
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Something should be done about Feb
ruary. There is not enough of it.
Even in its quadrennial condition of ex
pansion it is out of step with the rest of the calendar. A great
deal may be said for the thoughtful gentlemen who have been
devising various plans for the reform of our method of com
puting time, and perhaps out of their manifold cogitations there
may be evolved something which may be better than what we
have. But as the matter stands at present the difficulty seems to
increase year by year. No blame may be attached to any par
ticular person for the incidence of two important birthdays in this
shortest of months, but the fact remains that out of a poor twenty
eight there must be taken four Sundays, and now, in most of the
states, two additional holidays so that there are six days which
from the standpoint of business are dies non. That was bad
enough, but let there be added to the complication the fact that
February is one of the three months in which accountants are
most hardly pressed. And last of all we must add the burden
inflicted by federal income-tax laws which drive almost every
accountant to distraction when he remembers the impending
ides of March. Assuredly something must be done about
February.
From time to time it seems to be neces
Anonymity and the
sary
to remind correspondents that if
Waste Basket
they forget to sign their names they
cannot be given consideration. There is a well-known and wise
rule in the offices of all reputable publications that anonymous
correspondence shall find its way immediately to the waste
basket. Sometimes the correspondence which comes in without
signature has true merit and might be published to advantage.
In other cases the anonymity covers sheer cowardice. During
the past month we received a letter from someone who forgot to
attach his signature. His complaint seemed to be that the at
tempt to enact restrictive legislation was for the purpose of creat
ing a monopoly. The gentleman’s spelling was original and
entertaining. His arguments are forgotten but they could not
have been impressive. One point in his letter, however, lingers in
memory. He dares The Journal of Accountancy to publish
his letter. If our masked friend will send a letter bearing evi
dence of his identity the challenge will be in better order. One
who dares not to sign his name is a poor judge of courage.
Too Small a Month
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